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Abstract: The empowerment of women is one of 
crucial development issues. This is due to the fact
that women appear to form the largest of the poor and 
vulnerable group. In this regards, microcredit 
program has been argued to be potentially effective 
as a tool for poverty alleviation and lifting the poor, 
particularly women, out of poverty. The impact of 
microcredit program, however, is not limited to 
improving income of poor women. What is more 
important is that microcredit program has received 
widespread recognition as a viable strategy for 
empowerment of women, i.e. greater capabilities, 
choices and freedom in decision making. The 
objective of this paper is to examine the impact of 
microcredit program on women empowerment. 
Towards this end, we perform regression analysis 
based on a sample of 600 poor women in eight 
districts of Rajshahi Division, Bangladesh. Five 
dimensions of empowerment are used to arrive at an 
aggregate index of empowerment. These dimensions 
are: (a) economic decision making, (b) household 
decision making, (c) freedom of movement, (d) 
ownership of property, and (e) political and social 
awareness. The aggregate measure of empowerment 
is regressed against the explanatory variables, which 
is participation in microcredit program as well as 
other control variables. We also perform regression 
analysis for each dimension of empowerment against 
the explanatory variables to examine in greater details 
on the impact of microcredit program on each 
dimension of empowerment. Our finding shows that  
participation in microcredit program is consistently 
significant in explaining the aggregate measure of 
empowerment, as well as in explaining each 
dimension of empowerment. Based on the results of 
our study, it can be concluded that empowerment of 
poor women in Bangladesh can be significantly 
improved by encouraging them to participate in 
microcredit programs.  
Keywords: microcredit, micro finance institution, 
women empowerment, Bangladesh 
I.  INTRODUCTION  
The empowerment of women is one of the vital 
issues of development, particularly in 
developing countries, where they appear to form 
the largest of the poor, marginalised and vulnerabl 
group. They usually have little or no choice regarding 
their course of life as well as little or no opportunities 
to improve their condition. Thus, empowering 
women is critical since it will help to unlock their 
potentials, which in turn enable them to improve not 
only their standard of living and quality of life, but 
also the welfare of their family. As a result, 
empowerment of women could leads to an effective 
strategy to alleviate the problems of poverty. It is not 
surprising therefore to find that women 
empowerment is included in one of the United 
Nations Millennium Development Goals (MDGs), 
which is “promote gender equality and women 
empowerment” (The Millennium Development 
Report, 2006).  
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It has been widely acknowledged in the development 
literature that one of the means to empower women is 
by providing them easy access to credits. 
Accessibility of women to credit will enable them to 
venture into income generating activities, usually by 
establishing microenterprises, and thus provide 
additional income to the household. Their ability to 
generate their own income will perhaps help them to 
have more power and choices related to household 
decision making with regards to household’s 
consumption, education and health, as well as 
participation in the political process (Chowhudry et 
al., 2005). In this regards, development of micro-
finance institution (MFI), which usually targeted on 
poor women, has been argued to play an important 
role in empowering women, as well as integrating 
them into the mainstream development by making 
credit accessible to them, which they normally find t 
difficult to obtain from the formal credit institutions. 
Another study by Hoque & Itohara (2009) also stated 
that micro-credit program in Bangladesh is 
developing gender awareness among the women. 
However, the role of micro-credit has not been 
assesses in dimension of empowerment. Thus the 
present study was taken into account regarding 
impact of micro-credit programs on dimension of 
empowerment of women in Bangladesh.  
In this paper we revisit the issue of women 
empowerment by addressing two key questions. First, 
is there any difference in empowerment between 
women who participate with MFI and women who do 
not participate with any MFI? Second, among those 
women who participate with MFI, does loan size, 
duration of membership and involvement in income 
generating activities make a difference in terms of 
empowerment? We investigate these questions by 
performing regression analysis using primary data 
which is gathered from a sample of 600 poor women 
in eight districts of Rajshahi Division, Bangladesh.  
The rest of the paper is organized as follows. Section 
II discuss of the three main organizations involved in 
micro-credit in Bangladesh, Section III provides 
discussion on the data and method, while section IV 
presents the findings of the study. Conclusions follow 
in Section V. 
II. M ICRO-CREDIT I NSTITUTIONS IN BANGLADESH  
Many Non-government Organizations in Bangladesh 
adopted and built on the experience of Graemen Bank 
in developing a micro-credit sector. Some of these 
NGOs experimented with the Grameen Bank micro-
credit delivery system at the beginning and gradually 
they developed their own micro-credit delivery 
system, such as the Bangladesh Rural Advancement 
Committee (BRAC) and the Association of Social 
Advancement (ASA). The objectives and strategies 
of Grameen Bank, BRAC and ASA are very similar. 
Hashemi et al (1996) showed that the objectives and 
strategies of Grameen Bank and BRAC are very 
similar and the two programs have almost similar 
effect on women’s roles and status.  
Grameen Bank started providing credit to the rural 
poor in Bangladesh in the early 1970s. Grameen 
Bank, through its Rural Development Program, 
practiced ‘group lending model’. New members are 
located in groups of five, with five to eight groups 
forming a centre. All members in the centre meet 
with a loan officer weekly. For the first few weeks, 
they study Grameen rules, save $0.02 a week (equal 
to 2% of the principal), learn to sign their names, and 
memorize a set of vows to self-improvement. Each 
group elects a chair, and each centre elects a chief. 
Members will get their loan within two weeks. Major 
product and services are income generating loan, 
housing loan, student loan and beggar loan. Income 
generating loan includes paddy cultivation, paddy 
husking, paddy trading, grocery shop, stationary 
shop, vegetable trading, fish trading, and poultry 
rising. Beggar member are not required to give up 
begging, but are encouraged to take-up an additional 
income generating activities like selling popular 
consumption items door to door or at the place of 
begging.  Each member presents himself or herself a 
a guarantor of other members’ loans. This system of 
joint liability’ replaces the more traditional collateral 
system used in the formal financial sector. If any 
member defaults the whole group becomes ineligible 
to receive any further loans. In this sense, each 
member of the group is responsible and liable for 
other members; repayment loans (Chowhudry et al., 
2005). 
Bangladesh Rural Advancement Committee (BRAC) 
was established in 1971. BRAC organizes landless 
groups of 30-40 women into self-selected groups 
commonly known as village organizations (VOs). 
BRAC provides two different microfinance products: 
micro-loans (group-based, exclusively for women) 
and micro-enterprise loans (individual loans for both 
men and women) under three different schemes 
which are Dabi, Unnoti, and Progoti. Group based 
small loans are particularly designed for the lower 
end poor to assist them in undertaking income 
generating activities. Micro-enterprise loans are 
available for small entrepreneurs to offer scope for 
expanding their businesses and capital base (BRAC 
annual report, 2007). BRAC members used to get 
their first loan to complete four weeks awareness 
rising and training course (Hashemi et al, 1996). 
BRAC provides training course to the member before 
getting loan so that they can use their loan 
successfully. BRAC has established 17 promises that 
the borrowers have to make before they get the 
money.  Major product and services of BRAC are 
economic development programs, ultra poor (poorest 
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member) loan, social enterprises (marketing facility), 
health, education and human rights and legal servics 
(to educate and raise awareness about human rights, 
gender equality and legal and social issues). Loan 
repayment mode is weekly for all kinds of loan 
except ultra poor loan. In this case repayment will
start when cash flows are generated from enterprises 
in which ultra poor members have invested, with 
terms of between 12 and 18 months (BRAC annual 
report, 2007). 
Association of Social Advancement (ASA) was 
established in 1978. ASA’s major product and 
services are small loan (female), small loan (male), 
small entrepreneur lending program (for running 
business), hardcore loan (poorest member); business 
development service, health, education and 
rehabilitation. Loan repayment mode is weekly for 
every loan except hardcore loan. In case of hardcore 
loan, repayment mode is monthly/quarterly/half-
yearly/yearly. ASA also provides small entrepreneur 
lending program (for running business) and business 
development service. These loans are provided to 
help the member to continue their business so that 
they can keep their business (ASA annual report, 
2007).  
III. DATA AND METHODS 
The data: The data used in this study are primary 
data which are gathered through a survey, carried out 
in eight districts of Rajshahi division, Bangladesh. 
The actual survey was carried out from February to 
August 2010. The relevant information was collected 
through a questionnaire. Most of the questions used 
in the questionnaire are derived from Pitt, Khandker 
& Cartwright (2006) and also Rahman & Naoroze 
(2007). Before undertaking the actual survey, the 
questionnaire was tested and retested with 
respondents from October to December 2009. After 
the pilot study, improvement was made to the 
questionnaire.  
The data was gathered from a sample of households 
which is selected using stratified random sampling 
method. The total sample consist of 600 women from 
eight districts in the Rajshahi division - Rajshahi, 
Naogaon, Sirajganj, Bogra, Pabna, Natore, Joypurhat, 
and Nawabganj. Among the sample women, 300 
were active members of micro-credit institutions (i.e. 
Grameen Bank, BRAC, ASA), which were selected 
randomly from a list that is available from the local 
offices of Graemen Bank, BRAC, and ASA. The 
remaining 300 were women who did not yet involved 
with any MFIs, which were selected randomly from a 
list provided by the local government office.  
Measures of empowerment: It is quite difficult to 
define empowerment, let alone to measure it. There 
are various definition suggested in the literature. For 
instance, Baltiwala (1995) defines empowerment as 
control over material assets, economic resources and 
ideology, while Kabeer (2005) defines empowerment 
as the processes by which women take control and 
ownership of their lives through expansion of their 
choices. Malhotra et al. (2002) stated that in almost 
all definitions of women’s empowerment, 
fundamental in the definition are some reference to 
an expansion of choice and freedom to make 
decisions and take the actions necessary that shape 
their life outcomes. Thus, we find that central in the 
meaning of women’s empowerment is the ability of a 
woman to control her own destiny. It implies an 
active multi-dimensional process that enables women 
to realise their full potentials in all their spheres of 
life.  
Based on various suggestions in the development 
literature (i.e. Mostofa et al., 2008, Rahman & 
Naoroze 2007, Pitt et al., 2006, Hashemi et al., 
1996), woman empowerment is measured by five 
dimensions that we believe to represent the expansion 
of choice and freedom of women to make decisions, 
as well as to take the actions which are necessary to 
influence their life outcomes. These are: (i) economic 
decision making, (ii) household decision making, (iii)
freedom of movement, (iv) ownership of property, 
and (v) political and social awareness. We choose 
these dimensions based on the central meaning of 
women’s empowerment, fundamental right of women 
in family, society and nationally from various 
literatures (i.e Baltiwala, 1995, Malhotra et al., 
2002).  A number of items are arranged under each of 
these five measurements and the women taking part 
in the survey were asked to indicate their apparent 
extent of empowerment along a 5-point range. The 
empowerment score of a respondent in a particular 
dimension of empowerment is computed by adding 
the scores obtained in all items in that class. An 
outline of the measuring structure of all five measure  
of empowerment is presented in Table 1.  
An aggregate score of empowerment, as well as 
empowerment score for each dimension is used in the 
estimation of the regression model. It should be not d 
that the possible range of score for aggregate and 
disaggregate empowerment index is shown in column 
4 of Table 1. To get the mean score range, we divided 
the obtained score by the number of item of the 
dimension. The mean score range is shown in column 
5 of Table 1. To measure aggregate index of 
empowerment we have added all five dimensions 
score and then have divided by the total number of 
item which method is used by (Rahman & Naoroze 
2007). 
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Table 1: Dimensions of women empowerment and their measurement 








score/ No. of 
item) 
(1) Economic decision making  








(2) Household decision making 















(4) Ownership of property(EMP4) 5 




other person= 3 
Husband alone= 2 




(5) Political and social awareness 













Aggregate index of empowerment 
(EMP) = EMP1 + EMP2 + EMP3 + 
EMP4 + EMP5 
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Table 2: Definition of the variables 
Variables Definition 
Dependent variable  
EMP 
Empowerment:  
EMP = Overall Empowerment, EMP = EMP1 + EMP2 + EMP3 + EMP4 
+ EMP5, (mean score) 
EMP1 = Economic decision making empowerment (mean score) 
EMP2 = Household decision making empowerment (mean score) 
EMP3 = Freedom of movement empowerment (mean score) 
EMP4 = Ownership of property empowerment (mean score) 
EMP5 = political and social awareness empowerment (mean score) 
Independent Variables  
MMFI 
Involvement with MFI (Dummy variable: 0=MFI non-member, 1=MFI 
member) 
AGE Age (in years) 
EDU Education (Dummy variable: 0= primary level, 1= secondary level)  
FSIZE Family size (in number) 
MS Marital status (Dummy variable: 0= married, 1= unmarried) 
AI  Annual income (in taka) 




Table 3: Summary statistics of the variables 
 
Variables Average Minimum Maximum Std. Dev 
EMP 2.80 1.46 4.18 0.724 
EMP1 2.78 1.40 4.67 0.765 
EMP2 2.92 1.38 4.50 0.855 
EMP3 2.23 1.20 3.60 0.615 
EMP4 2.60 1.40 4.40 0.838 




















Note: Number of observations = 600 
 
 
The regression model: Our dependent variable of 
interest is this study is women empowerment, which 
is measured by the empowerment index as mentioned 
above. The independent variables are membership in 
MFI, as well as other control variables which might 
have an impact on women empowerment. Thus, 
specifically our model can be represented by the 
following equation: 
  ....... (1) 
Where,  is the empowerment index (score) for 
respondent i,  is a dummy variable that 
captures the membership (participation) of 
respondent i in MFI,  is the usual error term, and x 
is a vector of control variables which are summarised 
in Table 2. The control variables include age, 
education, family size, marital status, level of 
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income, and area of residence. The summary 
statistics of the variables is shown in Table 3. It is 
worth mentioning that the equation will be estimated 
for aggregate empowerment index as well as for each
dimension of empowerment by employing the 
Ordinary Least Squares (OLS) technique.  
Equation (1) examines the question whether the level
of empowerment among women who participate with 
MFI is significantly different from those women who 
do not participate with any MFI. If we find there is a 
significant difference between them, then we also 
would like to analyse further if there are factors that 
contributed towards empowerment of the women 
who participate with MFI. In particular, we are 
interested to examine whether loan size, duration of 
membership, as well as involvement in income 
generating activities do contribute towards their 
empowerment. Thus, we estimate a second model 
which can be represented by the following equation: 
  ....... (2) 
Where,  is the empowerment index (score) for 
respondent i,  is loan size of respondent i, 
 is the duration of membership in MFI for 
respondent i,   is a dummy variable that 
captures the involvement of respondent i in income 
generating activities,  is the usual error term, and x 
is a vector of control variables which are summarised 
in Table 4. The control variables include age, 
education, family size, marital status, level of 
income, and area of residence. The summary 
statistics of the variables used in the estimations are 
shown in Table 5. Again, we employ the Ordinary 
Least Squares (OLS) technique in estimating the 
equation.  
III. R ESULTS 
Table 5 shows the summary Statistics of the 
variables. The mean score of overall empowerment of 
all women is 2.80, while for economic decision 
making 2.78, household decision making 2.92, 
freedom of movement 2.23, ownership of property 
2.60 and political-social awareness 3.29. The mean 
age of all women is 37.30 year, while for education 
only 6.67 year, family size 6.33 and annual income 
BD taka 9,999. The mean loan size of women 
borrower is BD taka 11,520. 
The minimum score of overall empowerment of all 
women is 1.46, while for economic decision making 
1.40, household decision making 1.38, freedom of 
movement 1.20, ownership of property 1.40 and 
political-social awareness 1.75. The minimum age of 
all women is 16 year, while for family size 4 and 
annual income BD taka 2,000. The minimum loan 
size of women borrower is BD taka 2,000 (US$29). 
The maximum score of overall empowerment of all 
women is 4.18, while for economic decision making 
4.67, household decision making 4.50, freedom of 
movement 3.60, ownership of property 4.40 and 
political-social awareness 4.67. The maximum age of 
all women is 60 year, while for annual income BD 
taka 27,000 (US$386). The maximum loan size of 
women borrower is BD taka 25,000 (US$357). 
Table 6 shows the estimation results for the Equation 
(1). Interestingly, we discover that the participaton 
of women in MFI does have an effect on 
empowerment. Our results indicated that the 
estimated coefficient for participation in MFI 
(MMFI) are significant at 1% level of confidence and 
have a positive value not only for the aggregate 
empowerment but also for each dimension of 
empowerment. Thus, our study provides the evidence 
that participation in MFI does improve or enhance 
empowerment of women. This result implies that 
MFI plays a significant role in empowering women, 
at least as far as Bangladesh is concerned.  
Our results also reveal that other factors that are 
significant and have positive correlation on the 
overall as well as on each dimension of women 
empowerment are age, income, and area of residence. 
Education and family size however, only found to be 
significant only in explaining the overall 
empowerment and two dimensions of empowerment 
which are household decision making and political 
and social awareness. These variables however are 
found insignificant to explain economic decision 
making, freedom of movement and ownership of 
property dimensions of empowerment. The results 
also show that marital status is not significant to 
explain the overall as well as each dimension of 
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Table 4: Definition of the variables 
Variables Definition 
Dependent variable  
EMP 
Overall Empowerment, EMP = EMP1 + EMP2 + EMP3 + EMP4 + EMP5, 
(mean score) 
Independent Variables  
DIMF 
Duration of involvement in MFI (Dummy variable: new, middle aged & 
old member) 
DIMFI1, 1= New member, 0= Otherwise 
DIMFI2, 1= middle aged member, 0= Otherwise 
DIMFI3, 1= old member, 0= Otherwise  
LSIZE Loan size (in taka) 
IIGA 
Involvement in income generating activities (scale score: no, sometimes & 
yes ) 
AGE Age (in years) 
EDU Education (Dummy variable: 0= primary level, 1= secondary level)  
FSIZE Family size (in number) 
MS Marital status (Dummy variable 0= married, 1= unmarried) 
AI  Annual income (in taka) 
AREA Area of resident (Dummy variable 0= rural, 1= urban) 
 
 
Table 5: Summary Statistics of the variables 
Variables Mean Minimum Maximum Std. Dev 
Dependent Variable     
Economic decision making empowerment 2.78 1.40 4.67 0.765 
Household decision making empowerment 2.92 1.38 4.50 0.855 
 Freedom of movement empowerment  2.23 1.20 3.60 0.615 
Ownership of property empowerment 2.60 1.40 4.40 0.838 
Political & social awareness empowerment 3.29 1.75 4.67 0.783 
 Overall Empowerment  2.80 1.46 4.18 0.724 
Independent Variable     
Age 37.30 16 60 8.80 
Education  - 0 1  
Family size  6.33 4 9 0.90 
Marital status  - 0 1  
Annual income* 9,999 2,000 27,000 5,218 
Area - 0 1  
Involvement with MFI - 0 1  
Loan size*  (for MFI member, N=300) 11,520 2,000 25,000 5,698 
Number of observation= 600 
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Constant 1.029**  1.043**  0.897**  0.887**  0.775**  1.322**  
Participation in 
MFI (MMFI) 
0.584**  0.498**  0.766**  0.423**  0.479**  0.749**  
Age (AGE) 0.188**  0.165**  0.247**  0.138**  0.134**  0.240**  
Education (EDU) -0.094**  0.005 -0.155**  -0.032 -0.017 -0.263**  
Family size 
(FSIZE) 
0.039**  0.016 0.052**  0.009 0.024 0.089**  
Marital status 
(MS) 
-0.008 -0.018 -0.041 0.006 0.016 0.010 
Annual income 
(AI) 
7.520**  9.000**  7.200**  6.950**  0.001**  5.150**  
Area (AREA) 0.096**  0.095**  0.085**  0.059**  0.070* 0.148**  
R Square 0.935 0.888 0.854 0.887 0.840 0.796 
Adjusted R 
square 
0.934 0.887 0.852 0.885 0.838 0.794 
Note: Parameter estimate significance ** at 1% and * at 5% 
Number of observations = 600 
Table 7: Estimation Results: The effects of loan size, duration of membership and involvement in income 
generating activities on empowerment among MFI members 
  Coefficient Std. Error t-statistics Prob. 
Constant 1.778**  0.098 18.082 0.000 
Loan size (LSIZE) 0.106* 0.023 2.331 0.020 
New member (DIMFI1) -0.031 0.025 -1.596 0.112 
Old member (DIMFI3) 0.123**  0.027 4.930 0.000 
Involvement in IGA (IIGA) 0.093**  0.021 4.112 0.000 
Education (EDU) 0.047* 0.034 1.999 0.047 
Family size (FSIZE) -0.011 0.015 -.542 0.588 
Marital status (MS) -0.043* 0.060 -2.023 0.044 
Annual income (AI) 0.551**  0.000 10.385 0.000 
Area (AREA) 0.048* 0.022 2.541 0.012 
R Square 0.907    
Adjusted R Square 0.904    
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Note: Parameter estimate significance ** at 1% and * at 5% ,  Number of observations = 300 (MFI member) 
Since we found there is a significance difference 
between women who participate in MFI and those 
who do not participate in MFI in terms of 
empowerment, then we analyse further by estimating 
Equation (2). Table 7 shows the estimation results for 
the Equation (2), which examines the effects of loan 
size, duration of membership in MFI and 
involvement in income generating activities among 
members of MFI on women empowerment. As 
expected, we find that all these variables, i.e. th size 
of loan, duration of membership in MFI and 
involvement in income generating activities among 
members of MFI are significant and have a positive 
correlation with the overall empowerment of those 
participate with MFI. 
The significant and positively correlation of the loan 
size with empowerment among women whom 
participated in MFI is not surprising at all. Perhaps, 
the larger the size of the loan, the more it helps the e 
women to get involved with more risky, but possibly 
more profitable economic activities. Consequently, 
this requires them to make more and bigger decisions 
to take control and manage the business compared to 
those women who get the smaller size of loan.  
The importance of the duration of involvement with 
MFI in explaining the magnitude of empowerment 
among women whom participated in MFI may be due 
to the fact that the duration might indicate their 
experience in running their business activities. The 
longer the duration, the more experience they are, and 
the more able they are in making decisions. As they 
gain more experiences, their ability to make 
independent decisions will be greatly enhanced not 
only with regards to their business, but also with 
regards to decisions and control on their life affairs in 
general.  
The significance and positive correlation of 
empowerment with the involvement in income 
generating activities also seems reasonable. When 
women involved in income generating activities, it 
requires them to make important and perhaps hard 
decisions to ensure the sustainability and profitabil y 
of their business activities. Thus, those women which 
involve in income generating activities need to make 
tough management decisions such as with regards to 
the type of economic activities (investment) to be 
involved in, as well as with regards to managing and
controlling the business in general. Thus, women that 
involve in income generating activities are informally 
trained to make their own decision compared to those 
did not involve in income generating activities. 
Perhaps, this explains why involvement in income 
generating activities may leads to higher level of 
empowerment.  
 
IV. CONCLUSION  
Empowerment of women appears to an important 
development agenda. It is considered important since 
it is believe that empowerment of women is vital to 
reduce poverty as well as achieving the Millennium 
Development Goals (MDGs). In this regards, this 
study seeks to investigate whether empowerment of 
women could be enhanced by making credit readily 
and easily available to them, such as through the 
microcredit programs. Here, we examine the 
relationship between empowerment and the 
participation of women in microcredit programs by 
performing regression analysis using primary data 
which is gathered from a sample of poor women in 
Rajshahi Division, Bangladesh. An index of 
empowerment is regressed against the explanatory 
variables, which are participation in microcredit 
program, as well as other control variables.  
Interestingly, our study reveals that participation f 
women in microcredit programs is positively related 
and is a significant predictor of their level of 
empowerment. Indeed, our findings show that 
participation in microcredit program is consistently 
significant in explaining the aggregate measure of 
empowerment, as well as in explaining each 
dimension of empowerment. Our further 
investigation show that loan size, duration of 
involvement with the MFI as well as the involvement 
in income generating activities are important and 
significant determinants of women empowerment. 
The results of our study imply that MFI plays a 
significant role in empowering women, at least as far 
as Bangladesh is concerned. Thus, it can be 
concluded that empowerment of poor women in 
Bangladesh can be significantly improved by 
encouraging them to participate in microcredit 
programs. 
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